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WASHINGTON. D.C. 20268-0001 

I 

PERIODICALS CLASSIFICATION CHANGE, I 999 j Docket No. MC99-3 

REQUEST OF THE UNITED STATES POSTAL SERVICE 
FOR A RECOMMENDED DECISION ON PERIODICALS CLASSIFICATION CHANGE 

Pursuant to chapter 36 of title 39, United States Code, the United States Postal 

Service has determined that classification changes affecting the Periodicals Nonprofit 

and Classroom subclasses would be in the public interest and in accordance with the 

policies and applicable criteria of that title. Accordingly, the Postal Service requests the 

Postal Rate Commission to submit to the Governors of the Postal Service a 

recommended decision which supports the implementation of the change herein 

requested. 

,?. 

The goal of this Request is to provide a remedy for a rate anomaly resulting from 

the last omnibus rate case (Docket No. R97-I), by which, for certain publications, the 

rates available in the Nonprofit and Classroom rate schedules (423.3 and 423.4) 

produce higher postage amounts than the rates available in the Regular rate schedule 

(421). The Postal Service, in Docket No. R97-1, did not propose such a result (except 

perhaps under very unusual circumstances), nor intend that this relationship would 

result from the proceeding. Until the Periodicals rates can be generally adjusted in the 

next omnibus rate case, the Postal Service proposes a classification change that would 

allow Nonprofit and Classroom subclass mailings to use the Regular rate schedule 

when such use would reduce the publication's postage. A new footnote to the Regular 
.P 
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rate schedule is also proposed to allow Nonprofit and Classroom publications using the 

Regular rate schedule to continue to exempt publications with less than 10 percent 

advertising from the advertising pound rates. 

/-. 

This Request does not encompass any changes to the rates for the classes and 

subclasses of mail, nor the fees for special services. The Postal Service does not 

intend to open up for consideration any rates or fees that were established in Docket 

No. R97-1. Instead, the Postal Service believes that its proposed classification changes 

are simply a way to provide access to the established Regular rates for qualifying 

Nonprofit and Classroom publications.' 

The requested classification change will further the general policies of efficient 

postal operations and reasonable rates and fees enunciated in the Postal 

' In the truly unique circumstances of this case, the Postal Service is also establishing, 
effective today, a procedure by which Nonprofit and Classroom mailers can submit dual 
mailing statements and apply for a subsequent refund for the difference between the 
preferred postage paid and the otherwise applicable Regular rate, on mailings made 
from this date forward. The procedure will be comparable to the established 
"application pending" procedure applicable to mailers applying for a preferred rate 
authorization, as set forth in DMM 5s E270.8.0 - 9.0. Refunds will be conditional on 
recommendation by the Commission and approval by the Governors of the Postal 
Service's proposal. 

The circumstances of this case are unique in several respects. First, the anomalous 
rate relationships were, by all accounts, an unintended byproduct of the sometimes 
conflicting objectives within the highly complex Periodicals rate design process. See 
USPS-T-1. 
affected by the anomaly would fully qualify for the lower Regular rates, if willing to 
sacrifice their preferred authorization. There is no apparent reason to compel entirely 
worthwhile preferred rate organizations to create an artificial distinction between 
themselves and other similarly situated organizations, simply because their mailing 
profiles differ. Third, the refund procedure initiated in this instance requires the mailers 
to take affirmative steps at the time of mailing (e.g., submitting dual mailing statements), 
and operates in the same manner as a well-established procedure with which'both the 
Periodicals mailers and postal personnel are familiar. 

Second, even without the proposed DMCS change, the preferred mailers 
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Reorganization Act. See 39 U.S.C. $5 101(a), 403(a), and 403(b). The requested 

change also conforms with the criteria of 39 U.S.C. 5 3623(c). 

In accordance with the Commission's Rules of Practice and Procedure (39 CFR 

$5 3001.54 and 3001.64), the Postal Service files with this Request the prepared direct 

evidence on which it proposes to rely, which consists of one piece of testimony. The 

page following this Request is an index of Attachments. The testimony has been 

marked for identification as shown in Attachment E. Further data submitted for 

informational purposes or in response to specific sections of the Rules of Practice are 

included in the other Attachments. 

WHEREFORE, the United States Postal Service, pursuant to 39 U.S.C. 5 
3623(b), hereby requests the Postal Rate Commission to make and submit a 

recommended decision to the Governors supporting the Request of the Postal Service 

and recommending the proposed revisions to the Domestic Mail Classification Schedule 

and its attendant Schedules set forth in Attachments A and B to this Request. 

.- 

Respectfully submitted, 

UNITED STATES POSTAL SERVICE 

By its attorneys: 

Chief Counsel, Ratemaking 

David H. Rubin 
Eric P. Koetting 
Susan M. Duchek 

475 L'Enfant Plaza West, S.W 
Washington, D.C. 20260-1137 
April 9, 1999 
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Attachment A 

Proposed Changes To Domestic Mail Classification Schedule § 441 



PERIODICALS 

CLASSIFICATION SCHEDULE 

***.. 

440 POSTAGE AND PREPARATION 

44 1 Postage. Postage must be paid on Periodicals class mail as set forth in 
section 3000. When the Dostaae computed for a Darticular issue usina the 
NonDrofit or Classroom rate schedule is hiaher than the Dostaae ComDuted 
usina the Reaular rate schedule, that issue is eliaible to use the Reaular rate 
Schedule. For DurDoses of this section, the term issue is subiect to certain 
e d  
the Postal Service. 
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Proposed Changes to DMCS Fee Schedule 421 



PERIODICALS 
RATE SCHEDULE 421 

Regular 

Postage Rate3 
Rate Unit (cents) 

Per Pound 

Nonadvertising Portion: 

Advertising Portion:n 

Delivery Office4 

SCF' 

1 &2 

3 

4 

5 

6 

7 

8 

Science of Agriculture 

Delivery Office 

SCF 

Zones 182 

Per Piece 

Less Nonadvertising Factor' 

Pound 16.1 

Pound 15.5 

Pound 17.8 

Pound 21.5 

Pound 22.9 

Pound 26.3 

Pound 31.6 

Pound 37.1 

Pound 43.8 

Pound 49.5 

Pound 11.6 

Pound 13.3 

Pound 16.1 

5.9 
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,- 

Required Preparation' 

Presorted to 3-digit 

Presorted to 5-digit 

Presorted to Carrier Route 

Discounts: 

Prepared to Delivery Office4 

Prepared to SCF' 

High Density' 

Saturationg 

Automation Discounts for Automation 
Compatible Mail" 

From Required: 

Prebarcoded letter size 

Prebarcoded flats 

From 3-Digit: 

Prebarcoded letter size 

Prebarcoded flats 

From 5-Digit: 

Prebarcoded letter size 

Prebarcoded flats 

Piece 

Piece 

Piece 

Piece 

Piece 

Piece 

.Piece 

Piece 

29.4 

25.3 

19.7 

12.2 

1.3 

0.7 

1.9 

3.7 

Piece 6.2 

Piece 4.6 

Piece 4.7 

Piece 3.9 

Piece 3.5 

Piece 2.9 



SCHEDULE 421 NOTES 

1. The rates in this schedule also apply to commingled nonsubscriber, non-requester, 
complimentary, and sample copies in excess of 10 percent allowance in regular-rate, 
non-profit, and classroom periodicals. 

2. Rates do not apply to otherwise regular rate mail that qualifies for the Within County 
rates in Schedule 423.2. 

3. Charges are computed by adding the appropriate per-piece charge to the sum of the 
nonadvertising portion and the advertising portion, as applicable. 

4. Applies to carrier route (including high density and saturation) mail delivered within 
the delivery area of the originating post office. 

5. Applies to mail delivered within the SCF area of the originating SCF office. 

6. For postage calculations, multiply the proportion of nonadvertising content by this 
factor and subtract from the applicable piece rate. 

7. Mail not eligible for carrier-route, 5-digit or 3-digit rates. 

8. Applicable to high density mail, deducted from carrier route presort rate. 

9. Applicable to saturation mail, deducted from carrier route presort rate. 

10. For automation compatible mail meeting applicable Postal Service regulations. 

11. Not aDDlicable to aualifvina NonDrofit and Classroom Dublications containina 10 
percent or less advertisina content. 

!- 
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/4. Docket No. MC99-3 Request Attachment C 

CE RTI F I CAT1 ON 

I, Lynn Malcolm, Manager, Activity-Based Management, Finance, United States 

Postal Service, am familiar with the attached Request of the United States Postal 

Service for a Recommended Decision on Periodicals Classification Change, together 

with the accompanying direct testimony and exhibit. 

Pursuant to Rule 54(p) of the Postal Rate Commission's Rules of Practice and 

Procedure, 39 C.F.R. 5 3001.54(p) (1998). I hereby certify that I have read the 

Request, that the cost statements and supporting data submitted as part of that 

Request, which purport to reflect the books of the Postal Service, accurately set forth 

the results shown by such books, and that, to the best of my knowledge, information, 

and belief, every statement contained in the Request is proper. 
/-- 

Lynn Malcolm 
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UNITED S T I T E S  POSTAL S E R V I C E  

Statements of Operations 

I- h r n  0pmtiDnr 

551.216 S5G.402 

43.835 42676 

4.616 3.7% 

54473 

6.701 

53.1 13 
- 7.012 - 

- - 
3.343 3189 

i-. 
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UNITED S T A T E S  P O S T A L  S E R V I C E  

Balance Sheets 

.-. 

Propmy and equipment. at con: 

Building 

Equipment 
L n d  
M o l d  irnpm~rncnrr 

Gnnrucrion in p q m r  

Total pmpcrry and quipmcnr. ncr 

Dcferrcd mimrncni corra-Note 6 

t 395 

514 

IS4 

51 

154 

873 
88 

785 

548 

15ZS 

- 
- 
- 

379 

15.123 

ll.lf9 

USC 
916 

29SM 
- 

10,785 

18.719 
- 

2073 

20,792 
- 

3 1.844 

154,543 

- 

- 

5 403 

44 I 

101 

48 

I59 

749 

77 

672 

I R  

I .463 

- 
- 
- 

372 

13.911 

10328 

2.178 

7% 

11/14  

9.7@ 

17.512 
- 

. I  ,862 

19.374 
- 

31.929 - 
553.13s - 

3. U N I T E D  S T A T E S  P O S T A L  S E R V I C E  i m 9 8  A N I I U I L  R E P O R T  

- ~~ 

- ~ ~~ 



1,673 1.743 

7M 703 

148 181 

742 940 

1,670 I .8M 
- - 

692 640 

2647 

14313 13834 
- 3.633 - 

2788 3125 
P.. 

mmn debt. br p l m r  pnion-Now 5 

bmmirmcnrr md mndngcnJctNot= 9 and I I 

T d  libdiriu 

N m  opiul dcfiacny: 
G p i d  concribuciom of the US.  Govunrncnr 

Wkit since r c o p i u u o n  

Ton1 ner apical dcficicnq 

... I 

1.138 30.343 

4,923 4.747 

1959 1.858 

632 487 

37652 37.437 
- - 

- - 
55353 54.478 

3.034 3.034 

(4.374) (3.844) 

(1.360) (810) 

554.543 

- - 
- - 

153.138 
I - 



UNITED STATES POSTAL S E R V I C E  

Statements of Changes in Net Capital Deficiency 

Yon chded sqsemhr 30.1998.1997. ud 19% 

Nn Income 

&ha, Scprmbn 30.1397 

Nn Income 

.. 

I .%7 - I .%7 - 

$3,034 - 



U N I T E D  STATES P O S T A L  S E R V I C E  

Statements of Cash Flows 

C l h  f low from financing rcriviris: 
lauance of debt 51696 1.964 1.500 
Rmicno on dcbr (5.147) (2.011) (2.861) 

(1361) 
- - 

- - - Net m h  providcd by (uwd in) financing acrivitie 549 (47) 

N n  (dccrclre) inc- in u r h  and a s h  quinlcnu (8) 93 I 1.207) 
1.517 Cash m d  m h  quivalcnrr 

S 403 ' S 310 
- - ~. - 4003 310 

., ,. 
beginning ofyur - ' -  

Cuh md a s h  q u i d c n t s  at end of 5 395 - 



UNITE0 STATES P O S T A L  S E R V I C E  

Notes 
to the 

G;\ancia 
dtatements 1. Description of B U S ~ ~ ~ S S  Price sattlna Proc.1~ 

Nature of OperaIlona 

pmvids w L plblis o&ringanri- 

don ~ a y  m m n y a n ~ ~ m a r ' l h l   ma^ dut 
wichicl acb dusofdau piEcdoa nolny 

byavmmerCa&*.ekofurvkrepwidc. 

- - 'IhcuNcodsoarporplscrvia~scrvicc) 

a ) . O f b r o O f d  avicorirhourdiurlniM- 

ThishJNLauLcglmud.rcmoBcrunirrml 
& u i Yr prioc Our priwr lincr dhusi- 
nsl~rcFinrchr MA. sMd.rd hhil (A) and 
Priority Mail. 'The prinapd mufmr br Qoc 
lcrviar arc rhc wmmuniorionr. diiribucion 
and delivery, idrcnuing and reail &IS. 
Our pduas am dimibud r h m d  our morc 

dun 38,OOO ponof f i~  ud i luge net- 
work of wnsignccr k in rhc p u r .  1cc 

wndnuc to wndua our sipitiant 
O ~ ~ U O N  primarily in rhc domark 

tiom rcpmcndqIsrdun 3 pcmcnr 
of o u r  c o d  mmyL Our L.bor fora 

is primarily rcpracnrcd by rhc Amcrion 
P o d  Workm Union. Nariond Aawciarion 
o f  Lncr  Grrim. National lbnl kGil Handlcn 
Union and National Rural Lmcr Grricrs 
huodarion. Almost 70 pepcmt of our a m r  
employes arc d by wllccrivc bargaining 
agramcnrr. No agmmcnr a p i d  in fml 
year 1998. However, rhm of  our largar con- 
tracts rcpracnring 81 pcranr o f  our arccr 
cmployccr apirc Novcmber 20. 1998. 

$60.1 
billion ~ . r i r h a u i n r r n n ~ o p c n -  

0 u l ~ C o l . l ~  
,- - Sm.1 wlm 

,/- 

Postal Reorganization 
Thc Posul Scnia wmmcnccd operations on 
July 1. 1971, in accordance with chc provisions 
o f  rhe Portal Rcorganiucion Aa (the Am). T h c  
cquiry rhar rhc US. Govcrnmcnr held in thc 
formcr Port Officc Dcparrmcnr b e a m  the ini- 
tial apical of rhc porul Scrvia The P o d  Scnicc 
valued rhc asscu of  rhc formcr Port Officc 
Dcparrmcnr ar original corr  l a r  accumulrrcd 
dcpreciarion. The U S .  Govcrnmcnr remained 
mponriblc for a11 thc liabiliria arrribuuble IO 

opcnrions of  rhc formcr Posr 0,fFcc Dcparrmcnr. 
Thc Balanced Budgcr Acr of 1997 c h q d  thc 

Pard Snia with a m i n  liabilitia amibuublc ro 
opcnrions of rhc former Port office Dcpnrrmcnr 
for thc first rimc sine p o d  rcorpiurion. Our 

6 2  U W I T E D  S T A T E S  P O S T A L  S E R V I C E  r e * *  A N N U A L  R E P O R I  

Pat 2. summary of s 
AccoundngPo des 

Basis 01 Accounting and Use of Estimates 
Thc Portal Service maintains ia acmunring 
rrcordr md p-eparcr io f i d  aamnmu on 
the 4 buL o f  wrrouncing Thii buk con- 
b m  rirh +Iy - -ncing pin& 
pla. Folloving rhcrc prinapk nude arimara 
and vrumpions thrt .ffccr the lmovnrr *IC rrpon 
in rhc fituncial mrcmma ind n o t a  Actual 
rrrultr may di& from our enimata. 

Cash Equivalents 
Cash qu in lenu  arc recuritia which marurc 
wirhin 90 days or less fmm rhc date w buy them. 

Current Values of Financial lnstrumenls 
Wc dcicnninc the currcnc nluc of  our invsrmcnrs 
in non-markcrablc US. Govcrnmcnr wcuriria 
based on rhc currcnr MIUC of  quinlenr mar- 
kcablc US. Cownmenr samriria. We deraminc 
chc current nluc of  our dcbr tuscd on wtur IC mi- 
MCC i r  would m s ~  us to pay off chc dcbr if wc d 
chc currmr yield on quinlcnt US. Trcuuy dcbr. 

Supplies. Advances 8 Prepayments 
Supplia. adnncci and prcpaymcnrr arc primarily 
composcd of our invcnroria of ruppl tu. motor 
schidc parts. repairable parr for mail p-ing 
cquipmcnr and d n n c a  ro cmploym for annual 
Iuvc. Wc n l u c  our invcnroria ar rhc lowcr of  
ivcngc cost or cuirenr markcr pricc. Total invcn- 
roriu amounted to $158 million at rhc cnd of 
1998 and 5187 million ar rhc end of 1997. 

PrODerly'and Equipment 
Wc record propcq and cquipmcnr ar what i t  cost 
us to acquirc the asscu. including rhc inrcrar wc 



 TO" dw mon~) . r r~  b o r n  ro pay for chc con- 
d n  d major a p i d  additions. mi inreror 
umuntd KO $44 d l i o n  in 1998. $22 million 
m 1997 and $29 million in 1996. 

d d r a i a u d  4 livcr w h i i  
40 prr uriq dw nnighr-linc m d a d .  Wc 
.m~mize hvhdd hpmvrmmu orcr rhc period 
d d w  hu or rhc &I lifc of chc imprwcmcnr. 

During 1997 we changed our policy for 
apcnsing minor mcc purdura .  We incruvd 
dw limit from $2.000 KO $3,000. As a ruulr. wc 
a p m d  $83 million of assets in 1997 that wcrc 
undcr rhc new limit. 

Estimated Prepaid Pos tage  
This is thc amount of cash m u r i r m t c  that wc 
collecrcd by rhc end of rhc y a r  for v n i c c r  rhar 
we will perform in the following year. 

Compensation and  Benefits Payable 

W d q k a t c  buildiigr lad qu ipmmr  OKI 

from 3 LO 

,r‘- w h i h  rime is ahortcr. 

1 

‘Ihi is rhe nluia and bcncfits m o m  to currcnr 
and rcrircd cmployca. including rhc amounts 
rmployeer haw umcd bur have nor ycr becn paid, 
current worker; compcnsarion. uncmploymcnr 
cosrr. halrh bcncfits and rhc currcnr porrion of 
&e amounts payablc for rcrircmcnr bcncfio. 

Delerred Retirement Benefits 
This is rhc prcscnr vduc of our crrimarcd l cg l  
obligarion 10 rhc Civil Scrvicc Rcrircmcnr and 
Divbiliry Fund for rhc amounr of rcrircmcnr 
hncfirs payablc in rhc fururc for our currcnr 
cmployccs’ rcrircmcnr and our prcscnr rcrirccs 
and rhcir survivors. Thc prcscnr n luc  of our bene- 
firs payablc for our currcnr cmployccs inCrCaScs 

whm nunlgcmmt i n a u s a  brric pay. The prcvnr 
d u e  of our bcndk pay-hk ILO in- when 
6n of Living Mjunmcnu (COLAS) arc p i e d  
KO our mi- or dxir mnirorr. Wc a p i d i  ;Y 

d & d  retirement cosm rhc mmounrr due and 
papble in f u n v e ~  We apcnsc ud pay chhoe 

cosa olc~ periodr of 30 For mwunra amib- 
uublc LO e u m r  cmplqca  and I5 p r s  for 
amounu rrrribuuble KO rcrimr. at 5 pcrccnr 
intcmr. We accounr for our parriciparion in rhc 
US. Covcrnment rponrorcd mircmenr plans as 
puriaiption in a mulri-cmployn plan arnngcmcnr. 

Post-Retirement Health Benelits 
Rerim M t h  bcncf~u com arc our obligarion IO 

pay a portion of chc halrh insurana prcmiums of 
rhow mi= and h e i r  survivors who parridparc 
in rhc Fedcd  Ernplcym Halrh kncfits Program 
(FEHBP). Wc aaounr for our parriciparion in 
FEHBP as prniaprion in a mulri-mnploycr plan 
arnngcmcnr. Thmforc. yc a p c n w  chc wsts of 
our rccircc h d r h  bcncfits +( wc incur rhcm. 

Workers’ Cornpensation Costs 
Wc arc ulf-insured for workcrr’ compcnsarion 
cosrs undcr a program adminisrcrcd by rhc 
Dcparuncnr of L b o r  (DOL). Wc record rhuc 
cosrs. which include rhc cmployccs’ mcdiul 
a p s e s  and paymcnr for conrinuacion of wages. 
as an operating cxpcnrc. hr rhc cnd of rhc yur ,  
our liabiiiry rcprcrcno our arimarcd prcrcnr vduc 
of rhc r o d  amounts w c  cxpccr IO pay for our- 
sunding claim. Wc basc our csrirnarc of rhc coral 
costs of a claim upon rhc rcvcriry of rhc injury, 
rhc agc of rhc injured cmploycc, rhc assumcd lifc 
cxpccunry of rhc cmploycc. rhc rrcnd of our 
expcricncc wirh such a n  i n j u y  and orhcr facrors 
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k d w e o d  d1998. w r s r i m r a o u r  mal 
Wiry b r  funvc w o k s ‘  compensation 
-* 55.287 millpn. adudinglbroliio 
Dcpmnent (POD) libiliry @lac 3). Au rk billion end of 1997. AL libiliry wI $S.mZ mil- 

lion In 1998. IC rccorded $760 million in 

$3.1 
workrn‘ mmpcnnrion cxpcrse, mmprrcd 

IO &e $206 million IC r e s o d  in 1997 and W ~ S L l b Y m  
klNboncghl 
kporrnnb 

chc $737 m i U i  IC rccodcd in 1996. 

Reaearch and Development Costs 
We mand 
apcnvr when IC inmr hem. T h e  eom were 
$77 million in 1978. $68 million in 1937 and 

o w -  

and dnJopmenr ODIU Y 
-*. 

- $56 million in 1996. 

Advertising 
W e  rccord advertising 
i rmr  lhcm Thoe m wcrc $301 million in 1998, 
S2GG million in 1997 uwl S u b  million in 1%. 

II apensa whcn v u  

3. Ba land  Budget 
Act of 1997 

Under rhc P d  Rmpniu r ion  Act of 1371. rhc 
US. Cownmcnr mnained raponriblc for pymcnr 
of  all Post O f f a  Deparrmcnr (POD) workers’ 
mmpcnntion d i m  i n a d  bcforc June 30.1971. 
T h i s  Acr rcquircd rhar rhc nwly-cratcd USPS 
would bc rcrponsiblc only for i t s  own workcri 
campcnrrrion claims. Howcvcr. under rhc 
Balanccd Budgcr Act of 1997. thc remaining 
liabiliry for rhcw POD msrs has now ban trans- 
fcrrcd io  thc US.  Posral Scrvicc. Wc urimarc rhc 
prcwnr n l u c  of thuc claims was 5258 million at 

rhe cnd of 1997. Wc rccordcd this amount as an 
upcnsc for 1997. Thc 1998 cxpcnk is SB million. 
and rhc arimarcd liabiliry is 5231 million. In our 
ulcularion wc usc a ncr dscount rarc of 3 pcrccnt. 

h 

5. Debt and Related 
Interest Costs 

Under the Porpl Rmrganimrion Aa. u immdcd 
by Public l a w  IOI-ZZ~. ICM isau debt d i g -  
wnr. Houcrcr. IC .IC Iimird to net annual 
in- of $2 billion in our ddw for a p i n l  
i m p m r m u  ind IO SI billion for openring 
apeux. Our mal d d ~  anna 4 SI5 W i n .  

Debt is duc L( follmr (dollam in millions): 

1‘999 
Zoo0 
200 I 
2002 

2003 
A h a  2003 

13.633 
?A 
52 

20 1 

2.451 

Wc paid in cash $236 million in inrcrcst in 
1998. $336 million in intcrat in 1997 and 
$473 million in 1996. 

dcbr is 56.639 million in 1998 and $6.102 million 
in 1997 (Note 2).  All notes payblc 10 rhc Fedcnl 
Financing Bank (FFB) may bc rcpurchascd at cur- 

rcnr valuc at any rimc with fivc days noricc of 
inrcnr IO do  so. 

conrisls of nora  papblc to thc FFB and mongagc 
n o w  p;ryablc: 

T h c  c u m n t  arimarcd mako: n l u c  of our 

T h c  following pagc dcrails our dcbt. which 
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he% T- im 1997 
IIlEmt s.ppanbs 30. 

7600 
7.591 

8.474 
m.908 
9.074 
8.761 * 

7.m 
7367 
7.615 
a 4  
4.491 .. 
4667 

4667 -- 
5.568 
5.688 
5.WG 
5.959 
5.726 
5Mb 
5.426 
4.981 
4.310 

rayable sl5-rdli" adl yox m May 31.2001 
R ~ S I o & n d p r m J u n c  1 . l 9 9 7 . n d S 2 3 U d u c o n  

R y s k S 3 0  m i l l m n d  pr w June I. 1998 
hpuc 135 rdli d yox OJMC I .  1998 
R y s k 5 6 o l d l i o n d p r m J u n c 1 . 1 9 9 8  
RpUc $24 mil la  anJunc 2 1997, paymaua of$% million ach yox 

Junc 1.1998 

a b  1.1998-1999; and pymmuofS3(, m i u i  0 r b ~ -  
dare+ h h y 3 l .  2001 

R+ S c p m k  30.1998 
R y s k m  IS. 2002 
Fa+ Noronbcr 30.2007 
RpUc k y  16.2001 
w r  re*dri.g d i t  bolirl: M M N ~ ~ V  d.a Norcnrbcr 30,1998 
w N o . p n b c r  15.2026: -kat p r  Nomnbs 16 1998and 

Sm- rcmlGng d i t  hcility find maturi9 &P November 30.1998 
p*rblcDCcnnbcr31.2002 
hpbk Augur 15.2007 
Papbk Augun 15.2007 
hpbk Naembo IS. 2027 
Payable Nambcr IS. 2027 
F'apbk Norcmbcr IS. 2027 

Payable May IS. 2008 
Payable May 15,2008 

etuy Fcbuy IS. Mry 15, and h p t  I5 mcrcrfrcr 

R . I . b l e k y l S . 2 0 0 8  

Morrgagc N a p  hyablc: 
5.W IO 

9.75 
MaNring from f-1 )UR 1999 Amugh 2039 scud by bnd. 

building and cquipmcnt mch a arrying mount  of $41 million. 
8 

6,421 
( m t e  annul inmllmcnn approximate SI million.) - 

Lu mmnr ponion of debt 

S %  
60 

23 
30 
35 
60 

1 u  
450 

I .500 
I Po0 

5w 
164 

1.800 

5.862 

10 

5.872 
2.647 

$3.125 

- 

- - 
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N O T E S  TO THE F ~ H A N C ~ A L  STATEYENTS ae..,m1,., 

6. Retirement Programs 
With ccmin arccpuons, unployca paniaparc 
in one of  chc fdlowiry &tee mi-r pmgnma 
b e d  upon thc d r y  darc of rhur anploymar 

mnmbuiins .IC nude m chc ciril Service Rctirc- 
mcnr md DiPbiliy Fund (CSRDF). * m i  is 
d m i d  by &e O h  of krpDnnd Manage 
N ~ L  E m p l v  may llro p"idpn in &e 
T h d  Svings Plan. w h i  is a ddid  mnmbu- 
don mircmenc a v i n g  and invammr plan. 
poml s c l v k  rmplap ue aumaired w panid- 
prc i n  rhe Thrifi Sadng Plan by rhc Fedad 
Emplqes Rcrironmt S y u m  As of 1986. The 
Plan is .dmininerrd by rhc Mcnl Rnirmvnr 
Thrifi Inwsrmcnr Board. 

Civil Service Retirement System (CSRS) 
Under rhe Rorpl Rmrgniurion Aa, off- and 
arm cmplqso .IC p).cIcd by &Gril Sewice 
Rcrircmcnr Syrmn. which provides 1 briw annuity 
and Mcdiarc coverage. The CSRS fund QDICK 

subsraniidly all employas hircd prior to January I .  
1984. Wc and the pmiciprrins u n p l g  each 
mntriburc 7 p c m r  of h c  c m p l g i  &c pay to 
rhc CSRDE Wc and rhc cmployre also conmburc 
to Mediarc ai the n r c  pmcribed by law. Wc do 
nor march mnrriburionr to rhc Thrifi Savings Plan 
for cmpbyes who paniciparc in the Cms. 

Dual Civil Service Retirement System 
(Dual CSRS)ISocial Security System 
Employecr with prior US. Government service 
who wcrc hircd bcrwccn January I .  1984 and 
January 1. 1987 arc covcrcd by rhc Dual Civil 
Service Rcrircmenr SyrrcmlSocial Security Sysrcm. 
Wc conrriburc 7 pcrccni of chc cmploycci basic 
pay IO rhc CSRDF. T h c  cmploycc mnrributa 
0.8 pcrccnr of basic pay. Wc and chc cmploycc dso 
conrriburc io Social Security and Mcdiarc ar rhc 
r a r e  prdcrikd by law. Wc do nor march conrri- 
burions IO rhc Thrih Savings Plan for ernployecs 
who paniciparc in rhc Dual System. 

Federal Employees Reliremenl System (FERS) 
Effccrivc January I .  1987. ofkcrs and carccr 
cmployccs hircd rincc Dcccmbcr 31. 1983. cxccpr 
for rhorc covcrcd by rhc Dual Svrrcm. arc covcrcd 
by rhc Fcdcral Employcu Rcrircmcnr Sysrcm Act 
o f  1986. In addition. cmployccshircd bcforc 
January 1, 1984 could choose during ccrrain 
periods in 1987 and 1988 io parriciparc in  rhc 

Rich & papl savicc. Lnplqcc and alp* 

- - 

FERS. This Syuan mnsk of Social Security. 
ab.dcuuuJirypln.mdaThrifrSavingsPLn. 

We mnrribuocd w chc h6c mnuiy plan 
10.7 v i  of& anplsecs bvic pay in 1998 
and 11.4 p a u n c  in 1997 and 1996 Emplorca 
c o n m i d  0.8.pcroslr of  chcir b u ~  pay in rhcv 
yean We and rhc employe ako contribute io 
SOcLl Sccuriry and Mediarc ai che nta pre- 
scribed by law. In addition. *rc .R q u i d  io 
ammburc OD dw 'Ihrifr s.ring Plan a minimum 

ODVned by this Synwn. Wc .Lo nurch a *olunrary 
ernplaya mnmbuwn up eo 3 percent of  rhe 
cmplo+ boic pay, and SO p a a n r  da mnmbu- 
tion brrrecn 3 p s a n r  and 5 pnanrofbnic  pay. 

The n u m b  of em+ mmllcd in  each of 
rhc &-r plans ai the end of 1978, I977 and 
I996 is as follows: 

of I -1 p c r p o f  dw balk pay ofcmplqrm 

1998 I997 17% 

CsRs s u n  314.w 32a.m 
Drul a w  

h u I S r m r i r y  13.418 13.'WJ I4320 

FERS 4 7 9 ~ 6 9  4x.735 4 1 7 : ~  

Deferred Retirement Costs 
Dcfcrrcd mircmenr costs consisr of rhc following 
dcfcrrcd liabiliricr (dollam in millions): 

m a  I997 
CSRS h u i c  pay in- 525627 126.133 
QRS mi-' and sunivom' 

cost of living adiurcmcnrs 6.017 5.796 

S3l.W $3192') Tad 

Thcrc arc no dcfcrrcd rcrircmcnr cons m c i -  

- -  - -  
aced with FEU.  

Delerred Relirement Liability-Civil Service 
Retirement System 
When we inacuc our cmployca' currcnr hasic 
pay. wc arc liable for rhc addirional dcfcrrcd rcrirr- 
mcnr liabiliry. The liahiliry rcrulrr from rhc 
incrarc in our cmployccr' rcrircmcnr bcncfirr 
which arc hircd on rhir pay incrcaxc. T h c  Office 
of Pcnonncl Managcmcnr dcrcrmincr rhc csri- 
marcd incrcarc in our dcfcrrcd liabiliry. Wc 
amonizc and pay rhir amouni in 30 cqual annual 
inrrallmcno. which includcs inicrcrr cornpurcd 
ai a nrc of 5 pcrccnr pcr year. \Wc makc rhc firnr 
payrncnt airhc  end of rhc )'car in which crnploy- 
ccs rcccivc rhcir pay incrcax. 

. ... - 



The in- in our d&md Wiiv for rcrire- 
t b a d =  vnda d ~ c  CSRS I( a -It of b u i c  

' T i n -  W.T $836 mi l l i n  in.1998. $5~92 mil- 
ann in 1997 d $3b% million in 1996. 

Dclcrred Retirement Liability- 
Retirees' and their Survivors' 
Cost 01 Living Adjustments (COLAS) 
Congar dasmios rhc COLAr granted to our 
rniror Under dr Omnibus B+ RaDnali- 
don kof1990.  *IC= l i l c  Far our durc of 
hc am of + dj-0 p n d  m chose 
m i m u  ud duirouirors, redhgon or h r  
July I. 1971. W+ uc 
due so wcnl drilh & bdorc dut dare. 

6nmnina chc &nuad in- i n  our liability 
under si law f i r  rhc current yar. Wc amortilc 
and pay erch -5 .mount in 15 equal annual 
LuPllmcno, w h i i  indudc in- computed 
u a no of 5 p r o n r  per pi. 

Ac inuaa in our dckrrcd l ib i l i ty  for 
olr nxircd COUr was $790 million in 1998. 
$ la1  mi l l in  in  1997 and 5951 million in 1996. 

Future Minimum Payments 
UIC a i n u c  rhc f u ~ r c  minimum papnena wc haw 

-,a mrlv in o r Q w  Fund CSRS M t s  and rcrircd 
rmrdlivingdjunmmuuofScp~cmbcr 30. 1798. 
.(c .I Mbwr ( d d b  in millions): 

Year Amcunr 

1999 5 3301 
2wo 3281 
moo1 3274 
2002 3203 
zoo3 3.124 

32507 A h  Mo3 
H8.691 

r c r p o ~ i c  Far MY cosa 

E d  yarrhcolfio o f h o n n d  M . q e m c n r  

- 
16.834 - h .mount reprrwnting i n t e r n  

T d  fururc minimum prymenu 131.857 
k Ponion dvliled .I I cumnt liability 

in cornpenmiion red beneCu 1.719 

Lang-- pnion of hturc minimum 
530.138 Paw*= 

- 

- 

Expense Components 
Listed b e l a  LIC rhc cornponenu o f  our total 
rcri~ncnt h r  ue indvdcd in our a m -  
pcnwion d bmdio q a m z  d rbd inrcrst. 
apesue in dr Sm-t ofOpaauons 6 r  1998. 
1997 d 1996 (dollars in milliinr): 

1998 1997 1996 

(JRS s u9 s a70 s an 

!m5-TtuifIsn;np 
Fw 1640 1.530 1.473 

Plan W 552 489 
DudcSRybdJ 
m 36 3G 36 

hd. l sca i8y  I S 1  1.162 1.082 
Anlmiuliml of 

dcfmcd m. 
CSRS 1.112 1.064 1.157 

Annuianr C O k  569 552 507 
Intmn p 9 ~  on 

M l u b i l i t i P  1597 1.597 1.449 
lmplnrd i n m u r  on 

I6  32 4? OBRA 3 3  
T0drd-t  

--- 
=,ma -n.455 n . 1 1 7  --- =P= 

7. Post-Retirement Health 
Benefit Programs 

Ernpluyccs of thc Porul Smirr who paniciparc 
in the Fedml Employees H a l t h  Bcncfiu Pmgnrn 
(FEHBP) for at I a n  the five p r s  immediately 
before their miremcnt may participate in  thc 
FEHBP during thcir retirement. Under thc 
FEHBP. wc pay a portion ofthe halrh insurance 
premium of parriaparing orires and thcir 
survivors. Thii Prosram is administcrcd by thc 
ORa of Penonncl Managcmcnr. 

The  Omnibur B+ Raoncilution Act of 
1990 requires us to pay the cmploycis sharc of 
health insurance premiums for dl cmploym. and 
thcir N N i v O K .  who panidparc in rhc FEHBP and 
who mircon orafrcrluly 1.1971. H o w c r .  wc 
do nor includc chc cosrs attribuublc to Fedcnl 
civilian scnicc M o r e  rhat date. Our FEHBP costs 
amounrcd to $581 million in 1998, $548 million 
in 1997 and E197 million in 1996. Wc indudc hac 
COIB in our cornpcnsrion and tenelk apcnu. 



NOTES TO THE FINANCIAL STATEMENTS ,c...,.~.., 

8. Revenue Forgone 
P. Our operating m n u e  indlda d form-  

enuc forgone h u e  is fotpne vAm bngrm 
nundam Jut we p lw ide  mC or dud Mil 
nra for amin nuilur. The diffcrcna bcrwem 
the price Congm hu nundad and du price 

amount o f  forpnc m u c  Congcn appmpriater 
monq tu mmbunc us fur only portion of the 
rnenuc forgonc ch.t wc h m  incurd in past 
yatx In our o p m k  revenue, we brc iduded 
as m u c  rhc -no for rermuc k r p c o f  
567 miUin for 1998.583 million for 1997 and 
593 million for 1996. Legislatiem chrr w n  prscd 
after our year ended sppmpriarcd $71 million 
for 1999 bur delayed rhe paymmr until fml 
year 2000. kmdingly. wc will record rhir as 

.-we vwld hm C h q d  &e rmilerdeDcmilM rhc 
-. 

i rcainblc in 1999. 
Under rhc h u e  Forgone k fo rm 

Act o f  1993, C o n p  is q u i d  10 

mmbunc us 529 million annually 
through 2035 (42 pn). Thii mm- 

vicec wc performed in 1991. I992 
and 1993 for which m b*c not ycr 

$1.6 
billion. b u m a t  is for pu’pouf -. 

--w 
t(Sb.lonhulry 
&-- 

ban paid; and for rhonhlls in rhc mm- 
burscmenr for rhe cosu we incurred for p-inp 
and delivering ccruin nonprofit mail fmm 1994 
rhrough I%%. Legislation apcd ahcr our y o r  
end hiled to appmpriare thc 529 million mcd fur 
FY 1999. We a n  only -nu. b a d  on subcorn- 
minee nota. char thy do intend m p y  us thir 

amount but rhar the payment is delyed. B e a u x  
of the unominry of the leylti*c intent *IC haw 
recorded sn a I l m n &  for chc principal p n i o n  
of chis insallmmt in our bad debt acmunr. If 
C o n e  doon’r pay us. m a n  by law nuke up 
char losr income by adjuring our nta on 111 mail- 
CK through rhc + ne d i n g  pass 

author id  a total of $1 218 billion in payments. 
We alculatc the proenr nluc of rhcw future 
reimbuncmcnrs ro bc approximately 5390 million 
a t  7 pcrccnr inrerest. At the end of  1998. wc 

have recognized cumulative revenues of approxi- 
mately $330 million. The amounts receivable as 
o f  September 30, 1998 and 1997 were 5380 mil- 
lion and 5372 million. rcspcaivcly. We recognized 
revenue ufJlO million in 1998. SP million in 

1997 and $37 million in 1996. 

,Am- 

The Revenue Forgone RcForm k c  of 1993 

9. commitments 
Ar septanber 30,1998. wc e n u r e  our fituncial 
mmmimmr for a p p d  poral smicc a p i d  
p+ca in p v  is $3.7 billion. 

Our mal mal apcnsc for rhc yon ended 
Scpmbcr 30 is r u m d  Y M h  (dollan 
in milliw): 

1998 1997 1% 

Nononall.blc mlaolIc 
knuindudiqrd.iedpls 5711 SG59 S I 6  

k i l i r k  laad L m  Gnml 
Smiw Mminbmiinn 

ID 1206.1 naicr 
dcvldhriml 5 7 3 4 3 6  

Equipmmr and orhn 
234 154 153 &an-rmn rmulr 

59al I847 3mo5 Tad 
--- --- 

At Spremhn 30. 1338. our furure minimum 
Inu payments for all nonanmllahlc LCM arc 
follows (dollan in millions): 

Yar O p t i n 6  Gpitrl 

2M)O 637 54 
2w I 577 54 

2w3 479 $4 
255 ALrr 2003 

17.670 525 

1959 I Gnl s w  

2001 524 w 

- 4.772 - 

Lu: lntnni  ai 6.5 pcrccnt 

Total spiral lcax oMigzrionr .mn 
I37 - 

k Shon-mm poninn of apical 

+-tam pmbn of+d h+ obligakw 

.U) 

SJlX 
- I n w  nMipiinnr - 

Mar of (hac lass connin rmcnal oprionr L r  

pcriodc nnging fmm 3 ro 20 FK. Gruin nonan- 
cdlahlc ml c w t c  la- giw us rlic o p i i n  tu pur- 
chax rhc f ic i l i t iu  ar prias spC0fk-d in rlic I-. 

Gpital lcucs included in  buildings wcrc 
5388 million in 1998 and 5272 million in 1997. 
Total accumularcd amorrlurion i s  586 million 
in 1998 and 554 million in 1997. Amortiuiion 
cspcnsc for assets rccorded under capital leases 
i s  included i,n dcprcciation apensc. 



,p- 

r -  

10. Impaired Assets 
In 1997. ve b c p  ro raod lo= o n  long livcd 
108 when e u ~ u  md ciravncpnos indiarc d u r  
chc aams mighr k i m p a i d .  In .ccordma with 
FASB Samnenr No. 121. ' h u n t i n g  for rhc 
lmplirmcnr of Long- l id  h and for Long- 
l i i  Apm. 10 Be B i  Of' uc havc wirrcn 
dom our i m p i d  .IYII to rhc larer of ast  or 
6ir due. Wc hm idmrifvd ~ n l  pmpatics 
dur q d i f y  due m eithcr obsolcurna or ad- 
qurkc-Thc bm t c p o d  in 1997 for hac 
impaired uwzm u 557 million which hu been 
b*luded m odwropcnilng apenx in rhc 1997 
Sa-r of Opemtions. No macerial impair- 
m u  *roc m~dd in 1338. 

11. Contingent Liabilities 
Lch quam wc review lirigrrion pending apinst 
( t ~  k a rrarlr of chic review. we dsvify and adjust 
our contingencies For claim which UIC think ir L 
pmbabk char we will lox and for which wc a n  
#cawubly ailmarc rhc amounr of rhc unhvonblc 
ourmmc. 3%- daim cover labor. q u a l  cmploy- 
mcnr oppommity. cnvironmcnnl issua. rntlic 
accidents. injuria on posral proprnia. personal 
Aims and p m p x y  damaga. and suits and claims 
arising fmm p o d  conrracrs. W c  also rccognirc 
mC mlcmenr of claims and lawruiu and misions 
of orhcr arirnara. 

As a pan of our conrinuing cvaluarion of ati- 
mars q u i d  in h c  prcprnrion of our financial 
snrcmcnu. ne rccordcd appmximarcly S21 million 
d- in liibiliries in 1998. S26 million d m a w  
in liabilirio in 1937 and incrcascd liabiliria by 
approximarcly 5120 million in 1996. We recog- 
nized mlcmcnr of claims and hmuirs and rcv.ircd 
orhcr s r imara  in our change in conringenr liabil- 
iria. Managcmcnr and Ccncnl Counvl belicvc 
rhar wc havc nude adquatc  provision for rhc 
amounts which may become duc undcr thc suirs. 
claims and promdings wc havc discusscd hcrc. 

12. Year 2000 Disclosure 
(Unaudited) 

b q u c n c a  of hilum ro rrrolvc chc Ycu 2000 
pmblcm may range from minor cffeco on adminis- 
rrarivc or fimcll tylll~ 10 having some imprcr 
on rhc ability of rhc Posnl Scma 10 son and 
d d i m  mail. k pn of our 4 1  plan ro rddrar 
mC Yol2MK) Lur. wc have cornpkred L I Y P ~ ~ U  
of our a m p a r  lppliarions and mail pmcaring 
n-m idmrifyrisk~rmwhac hev yncm 
may h v c  crron or hilum byDd p 1999. Our 
+oarmcnrr idmrified rynmu dur q u i d  reme 
d u w n .  @lly hae thrr am &rial ro rhc 
oprnrion of rhc USPS. So hr. wc havc spmr 594 
million in upgnding our sysrcm and prcparing 
for ycar 2000 readiness. and rhc r o d  cosr is 
apcaed to approach S500-600 million. 

prior m w i n g  had been cornplncd on approxi- 
nurely 69 pmmr of JI airiml yncnu. induding 
93 percent of f i ~ d  ryrrmu. W c  apar IO com- 
pkrc thc m i n i n g  rcmcdurion work. raring and 
implemcnuriin by Ihc cnd of Junc 1999. Taring 
ar a major mail pmccning plant and a bulk mail 
center d c d  thrr rhc mail p-ing quipmcnr 
a n  c o d y  p- Inrcrs. Qrr and prak ro and 
rhrough rhc Y a r  2000. To hrthcr pmparc for rhc 
Yar 2000 rnnsirion. YIC arc dwcloping conrin- 
gency plans ro address businas conrinuity of our 
mon &rial ryrrcmr and businm p ~ m e +  hi lum 
in h e  d i n e s  of key suppliers and other rhird 
panics in ordcr ro rninimizc rhc impacr on rhc 
USPS and our abiliv IO dcliwr rhc mail. 

k ofSeprembn IS. 1998. rcmcdiation cfforn 

U N l T l D  S T A T E S  P O S l l L  S E R V I C E  r e s l  I Y N U & L  R E P O R T  6 !  



U N I T E D  S T A T E S  P O S T A L  S E R V I C E  

Audit 

The manbets of the Audit Gmminee am nkred by &e Chairman of the Board 
of Governors. During 1998. the Cornmi- conrLting of mpdf. k o r s  Whrd 
and McWhcrccr, mer seven rimes in conjunction with the regularly scheduled monthly 
Boud meetings. 

ing the financial reporting p-, cnsuring h e  roundness of the accounting and control 
pnctim. and the integrity of the finanarl sutemenrs of the Postal Service. Ar a part of that 
responsibility, the Gmminec  also m i w  other related trues as approprintc. 

The Committee & m m m c n b  to thc Board of Cowrnors. subjm to its approval, 
thc d a t i o n  of &e independent public accounting firm responsible for thc aterml audit 
work and oversas compliance with the terms of rhc contract. 

During 1998. the Comminec m m m e n d e d  and the Board a p p d  changes to the 
Board's Audit U U K ~  which were n-ry to ttcugnirc the shift in audit responsibilities 
from the Inspection Service to the OfFice of the lmpeaor Gcncnl. 

The Comminec d i s d  the overall 'cope of the work and the specific audit plans 
with the a re rnd  auditon. Enut & Young LLR the office of rhc Inspector Ccncnl and the 
Posal Inspection Service at the start of the audit proccs. Wc also met regularly with nmn- 
agunent, the Inspector Ccned. the lnspmion Service. Gnst &Young. and thc Ccncnl 
C o u d  jointly md. as appropriate, independently to divua rhc progress of thc audir work. 

' This included an evaluation of the organization's internal controls and rhc quality of rhc 
financial reponing process. This also provided the opportunity for the Grnmittcc IO u c s s  

the coordination of the audit work and ensure the independence and objccriviry of rhc 
internal and aremal audit programs. 

Accordingly. thc Gmmittcc recommended and the full Board approved rhc financial 
rntcmcnrs for 1998. 

The Audit Commina  ia raponsiblc. on M u l f  of the Board of W o n .  for m i w -  

.#-- 

Einar V. Dyhrkopp 
Chairman. Audit Comrnirrce 
Dcccmbcr 8, 1998 

'. .. 



U W l T E O  S T A T E S  P O S T A L  S E R V I C E  

Report of 
Independent Auditors i? 

We ha= audited the atxompnying balance sheers of rhe U n i d  S a m  Posal Swia as 
of September 30. 1998 and 1977. and the &ad sutcmcnts of opcntions. changes in 
net a p i a l  deficiency and ash flows for a& of the three yern in the period ended 
September 30.1998. Thac f i n a n d  Iptemenrs .R du rcspnsibiity of &e United States 

hral Service's management. Our rcrponsibiliry is to aprcrr  an opinion on these financial 
mtemcnts b a d  on our audits. 

We conducted our audiu in accordance with generally acccpred auditing sundards and 
the randards for financial audits connined in Govmrmcnr A&ring&dud issued by rhe 
Gmprrollcr Genenl of the United Sura. Those s a n d u b  require hr t  we plan and per- 
form the audir to obtain reasonable assunnee about whether the financial statements arc 

free of material misstatement. An audit induda examining. on a tar basis, evidence sup 
porting the amounts and disclosures in the financial statements. An audit also includes 
rpming the accounting principles used and significant atimatu made by management, 
as wdl as evaluating the overall financial sutemrnt prrunation. We believe that our audits 
provide a rclsonable basis for our opinion. 

In our opinion, the financial statements referred to above prucnt fiirly, in all mater- 
UI rupects. rhe financial posirion of the United S u r a  Postal Scrvicc at Seprember 30. 
1998 and 1997. and the results of its opcntions and its cash flow for uch of the three 
yan in rhc period ended September 30. 1998. in conformity with generally accepted 
accounring principlu;. 

November 10, 1998. on our consideration of the United S u r a  Posal Service's internal 
conrrol over financial reporting and on rats of its compliance with ccnain provisions of 
l aw,  regulations, contram. and grana. 

. 

In accordma with Gowrnmcnr A d r i n g  Sudd, w have also issued a report dared 

Washington. D.C. 
November 10, 1998 

.n. 
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Attachment F 

COMPLIANCE STATEMENT 

This Attachment contains a statement of the manner in which the Postal Service 

has supplied the information requested in sections 54 and 64 of the Commission's 

Rules of Practice and Procedure (39 CFR 55 3001.54 and 3001.64). Where requested 

information is not included in direct testimony or exhibit of the Postal Service's witness, 

it is contained in the Request or in this or other attachments to the Request, or has 

been incorporated by reference in the testimony, exhibit, Request, or attachments, and 

made available to the Commission in the instant docket or made available to the 

Commission in Docket No. R97-1. r 
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RULE: .64(b)(l), (2), (3), (4) 

INFORMATION REQUESTED: 

These subsections request, for every classification change proposed: 

(1 ) copies of the currently-effective Domestic Mail Classification Schedule and the 
proposed changes thereto; 

(2) specification of the rules, regulations and practices that establish the 
conditions of mailability and standards of service; 

(3) a statement of the degree of economic substitutability between the various 
classes and subclasses: and 

(4) an identification of all nonpostal services 

1. Present and Proposed Classification Schedule Provisions. 

Attachment A contains the affected provisions of the Domestic Mail Classification f i . 

Schedule, with the proposed additions underlined. 

2. Rules, Regulations, and Practices that Establish Conditions of Mailability and 
Standards of Service. 

The Postal Service’s current rules and regulations that specifically govern the 

provision of domestic mail services are published in the Domestic Mail Manual, which is 

incorporated by reference in the Code of Federal Regulations, 39 CFR fi 11 1, and 

incorporated here by reference. The Postal Service will promulgate rules and 

regulations consistent with the proposed classification schedule changes pursuant to its 

statutory authority. See 39 U.S.C. fi 401(2). 

3. Degree of Economic Substitutability and Identification of Nonpostal Services. 

The testimony of witness Taufique (USPS-T-1) in this docket provides some 

.-.. 
information responsive to this subsection with respect to Nonprofit and Classroom 
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Periodicals. Other pertinent information is provided in the response to this rule in 

Docket No. R97-1 and in the Commission's Opinion and Recommended Decision in 

Docket No. R97-1, incorporated here by reference. 

4. ldentification of nonpostal services. 

No nonpostal services pertain to the proposed change. Nonpostal services include: 

alien registration, sale of philatelic products, sale of food stamps, sale of passports, 

sale of migratory-bird hunting and conservation stamps, sale of miscellaneous products, 

Mailgram,' photocopy service, vending stands and vending machines, postmasters in 

Alaska serving as notaries public, and post office assistance to the Office of Personnel 

Management and the Selective Service System. From time to time, the Postal Service 

may offer other nonpostal services. Some of these nonpostal services may be provided 

on a limited or trial basis. 

/".. 

/-. ' Although not a service, Mailgram is included here in recognition of its 
nonpostal nature. 
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RULE: 64(c)(l), (2), (3) 

INFORMATION REQUESTED: 

F-4 

This rule asks for information regarding the users of the Postal Service, the nature of 
the items mailed and the methods of mailing used. Specifically, this section requests 
the following: 

(1) an identification of the characteristics of the mailer and the recipient, and a 
description the contents of items mailed within each class and subclass; 

(2) identification of the physical attributes of the items mailed by class and 
subclass, including shape, weight and distance; and 

(3) to the extent it is not provided under paragraph (b)(2), a summary statement 
that describes special service arrangements provided to, or requested or 
required of, mailers by the Postal Service that affect the cost of service or its 
value to the mailer or recipient. 

1. Characteristics of the mailer, recipient, and the content of items mailed 

The testimony of witness Taufique (USPS-T-1) in this docket provides some 7- 

information responsive to this subsection with respect to Nonprofit and Classroom 

Periodicals. Other pertinent information is provided in the response to this rule in 

Docket No. R97-1 and in the Commission's Opinion and Recommended Decision in 

Docket No. R97-1, incorporated here by reference. 

2. Physical attributes of the items mailed by class and subclass. 

Some information pertinent to the physical attributes of Nonprofit and Classroom 

Periodicals is provided in the testimony of witness Taufique (USPS-T-1) in this docket. 

Other pertinent information is provided in the response to this rule in Docket No. R97-1 

and in the Commission's Opinion and Recommended Decision in Docket No. R97-1, 

incorporated here by reference. 

,.-. 
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3. Summary statement of special service arrangements. 

The requirements for qualifying for the proposed changes pertaining to Nonprofit 

and Classroom Periodicals are described in the testimony of witness Taufique (USPS- 

T-I)  in this docket. Other pertinent information is provided in the response to this rule in 

Docket No. R97-1, in the Commission's Opinion and Recommended Decision in Docket 

No. R97-1, and in the DMM, incorporated here by reference. 
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RULE: 64(d) 

INFORMATION REQUESTED: 

F-6 

This rule requests that the effects of the change on cost assignments, total costs, and 
total revenues be provided, both before and after the change. 

The testimony of witness Taufique (USPS-T-1) in this docket provides some 

information responsive to this subsection with respect to the proposed changes 

pertaining to Nonprofit and Classroom Periodicals. Other pertinent information is 

provided in the response to this rule in Docket No. R97-1 and in the Commission's 

Opinion and Recommended Decision in Docket No. R97-1, incorporated here by 

reference. With respect to the effects of changes on cost assignments, total costs and 

total revenues, however, a motion to waive the requirements of this rule, insofar as they 

apply to this proposal, has been filed with the Request. Because of the very narrow 

nature and insignificant effect of the changes being proposed, the Postal Service has 

not prepared a full analysis of their impact on the Postal Service's cost assignments, 

.total costs and total revenues in the present fiscal year or in a "rollfoward analysis" for 

a future test year. 

,P.. 
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RULE: 64(e) 

F-7 

INFORMATION REQUESTED: 

This subsection requires that, whenever the Postal Service proposes to reassign a 
portion of one existing class or subclass of mail or service to another existing class or 
subclass of mail or service, the request must include a comparison of the before and 
after costs and revenues of handling the relevant classes or subclasses, and before 
and after costs and revenues of the portion that is to be reassigned. 

This rule does not apply to this Request because the Postal Service is not 

proposing that a portion of one existing class or subclass of mail or service be 

reassigned to another existing class or subclass of mail or service. 
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RULE: 64(f) 

INFORMATION REQUESTED: 

F-8 

This rule requires that the Postal Service provide a complete statement of the reasons 
and bases for the proposed changes. 

The testimony of witness Taufique (USPS-T-1) provides the reasons and bases for 

the proposed change. 

/--- 

A. 
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RULE: 64(g) 

INFORMATION REQUESTED: 

F-9 

This rule sets forth the requested format and filing requisites for workpapers 

Witness Taufique (USPS-T-1) does not have any workpapers; none are needed to 

support the Request. 
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RULE: 64(h) 

INFORMATION REQUESTED: 

This rule calls for compliance with specified subsections of Rule 54 when the Postal 
Service proposes a change in the mail classification schedule having a rate, fee or total 
cost change implication. 

The Rule 54 compliance statements, which include the response to this 

requirement, are incorporated here by reference. Other pertinent information is 

provided in the response to this rule in Docket No. R97-1 and in the Commission's 

Opinion and Recommended Decision in Docket No. R97-1, incorporated here by 

reference. A motion setting forth grounds for waiver of certain portions of Rule 54 

accompanies this request. See Motion of the United States Postal Service for 

Expedition and for Waiver of Certain Provisions of Rule 64(h). The criteria of section 

3623 are addressed in the testimony of witness Taufique (USPS-T-1). 
,c 
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RULE: 54(a)( 1 ) 

INFORMATION REQUESTED: 

This rule requires a description of any changes proposed by the Postal Service in the 
attribution procedures applied by the Commission in the most general rate proceeding 
in which its recommended rates or fees were adopted. The rule also requires that a 
Request proposing to change the cost attribution principles applied by the Commission 
in the most recent general rate proceeding in which its recommended rates were 
adopted include an alternate cost presentation satisfying Rule 54(h) that shows what 
the effect on the Postal Service's request would be if it did not propose changes in 
attribution principles. 

This rule does not apply to this Request because the proposed changes do not 

include any changes to the cost attribution principles or procedures applied by the 

Commission in Docket No. R97-1 

,.-, 
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RULE: 54(b)(l), (2), (3), (4) 

INFORMATION REQUESTED: 

F-12 

These rules provide that each request must include schedules of the existing effective 
postage rates and fees for all postal services and those rates and fees as proposed to 
be changed or adjusted. The schedules must: 

(1) show the full rates and, where applicable, the phased rates under section 
3626 of title 39, U.S.C., and any proposed adjustment to such phased rates 
under section 3627 of title 39, U.S.C., indicated by the circumstances known at 
the time of the filing; 

(2) be presented in a summary fashion and a tariff-like form, specifying those 
rules, regulations and practices which establish the conditions of mailability 
and the standards of service. Specifically, they must address such functions 
as mail pickup and delivery, processing and other similar functions; 

(3) contain a statement of the degree of economic substitutability between the 
various classes and subclasses; and 

(4) be accompanied by an identification of all nonpostal services. 

Present and Proposed Rate and Fee Schedule Provisions. 

Attachment B contains the affected rate schedule, with proposed additions 

,P.. 

1. 

underlined. 

2. Rules, Regulations, and Practices that Establish Conditions of Mailability and 
Standards of Service. 

Information responsive to this rule is provided in response to Rule 64(b), 

incorporated here by reference 

3. Degree of Economic Substitutability and ldentification of Nonpostal Services. 

Information responsive to this rule is provided in response to Rule 64(b), 

incorporated here by reference 



,- 
RULE: 54 (c) 

INFORMATION REQUESTED: 

F-13 

This rule requires that each request identify the characteristics of the mailer and the 
recipient, and describe the contents of items mailed within each class and subclass. 

Information pertinent to this rule is identified in response to Rule 64(c)(l). 

incorporated here by reference. 
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RULE: 54(d) 

INFORMATION REQUESTED: 

This rule requests “an identification of the physical attributes of the items mailed by 
class and subclass, including shape, weight, and distance.” 

Information pertinent to this rule is identified in the response to Rule 64(c)(2), 

incorporated here by reference. 



F-15 ,,-. 

RULE: 54(e) 

INFORMATION REQUESTED: 

To the extent that such information is not included within material supplied under rule 
54(b)(2), this rule requires that each request describe the “special service arrangements 
provided to, or requested or required of, mailers by the Postal Service which bear upon 
the cost of service or the value of the mail service to both the sender and the recipient, 
e.g., services relating to mailer preparations in excess of requirements specified by the 
[Domestic Mail Manual], pick-up and delivery, expedited or deferred processing, and 
other similar activities performed. 

Information pertinent to this rule is identified in the response to Rule 64(c)(3), 

incorporated here by reference. 

.... 
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RULE: ,54(f)(l) 

INFORMATION REQUESTED: 

F-16 

This rule requires that the Postal Service provide in each request "the total actual 
accrued costs during the most recent fiscal year for which they are reasonably 
available." 

Actual accrued costs for FY 1997 are presented in the Cost and Revenue Analysis 

(CRA) Report on file with the Commission. The FY 1998 CRA will be filed with the 

Commission when it is available. 
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RULE: 54(f)(2) (Basic Submissions) 

INFORMATION REQUESTED: 

F-17 

This rule requests: 

-- for the year in which the filing is made, estimates of the total actual accrued 
costs of the Postal Service, assuming the prefiling (existing) rates and fees; 

for the year in which the filing is made, estimates of the total actual accrued 
costs of the Postal Service, assuming the proposed rates and fees; 

for a year which forms the basis for the proposed rates and fees, beginning 
not more than 24 months after the filing date of the Requestestimates of the 
total actual accrued costs of the Postal Service, assuming the prefiling 
(existing) rates and fees; 

for a year which forms the basis for the proposed rates and fees, estimates of 
the total actual accrued costs of the Postal Service, assuming the proposed 
rates and fees. 

-- 

-- 

-- 

,P., 

The testimony of witness Taufique (USPS-T-1) in this docket provides some 

information responsive to this subsection with respect to the proposed changes 

pertaining to Nonprofit and Classroom Periodicals. Other pertinent information is 

provided in the response to this rule in Docket No. R97-1 and in the Commission's 

Opinion and Recommended Decision in Docket No. R97-1, incorporated here by 

reference. With respect to the effects of changes on total costs, however, a motion to 

waive the requirements of this rule, insofar as they apply to this proposal, has been filed 

with the Request. Because of the very narrow nature and insignificant effect of the 

changes being proposed, the Postal Service has not prepared a full analysis of their 

impact on the Postal Service's total costs in the present fiscal year or in a "rollforward 

analysis" for a future test year. 
P 
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RULE: 54(f)(2) (Methods and Procedures) 

INFORMATION REQUESTED: 

F-18 

For the estimated total accrued costs specified in this provision, the rule requests an 
explanation of the methods and procedures used for the cost projections, including 

-- 

-- 
an explanation of the projection of total volumes: 

an explanation of the effect of the projected volume levels on estimated total 
costs; 

specification of the cost savings which will be realized from gains and 
improvements in total productivity, indicating such factors as operational and 
technological advances and innovations; 

identification of abnormal costs which are expected to be incurred in the test 
year. 

-- 

-- 

The testimony of witness Taufique (USPS-T-1) in this docket provides some 

,.-. information responsive to this subsection with respect to the proposed changes 

pertaining to Nonprofit and Classroom Periodicals. Other pertinent information is 

provided in the response to this rule in Docket No. R97-1 and in the Commission's 

Opinion and Recommended Decision in Docket No. R97-1, incorporated here by 

reference. With respect to the effects of changes on total costs and total volumes, 

however, a motion to waive the requirements of this rule, insofar as they apply to this 

proposal, has been filed with the Request. Because of the very narrow nature and 

insignificant effect of the changes being proposed, the Postal Service has not prepared 

a full analysis of their impact on the Postal Service's total costs and total volumes in the 

present fiscal year or in a "rollforward analysis" for a future test year. 
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RULE: 54(f)(3)(i) and (ii) (Operating Costs) 

INFORMATION REQUESTED: 

F-19 

This rule requires that the cost presentations prepared in response to paragraphs (f)(l) 
and (f)(2) of Rule 54 must show the following: 

-- the Postal Service's operating costs, described in "sufficient detail as to the 
accounting and functional classifications and with such reasonable explanation 
so that the actual or estimated amount for each item of expense may be 
readily understood"; and 

full explanations for the amounts included for depreciation on capital facilities 
and equipment, debt service, contingencies, and extraordinary or nonrecurring 
expenses. 

-- 

The testimony of witness Tautique (USPS-T-1) in this docket provides some 

information responsive to this subsection with respect to the proposed changes 

pertaining to Nonprofit and Classroom Periodicals. Other pertinent information is 

provided in the response to this rule in Docket No. R97-1 and in the Commission's 

Opinion and Recommended Decision in Docket No. R97-1, incorporated here by 

reference. With respect to the effects of changes on operating and depreciation costs, 

however, a motion to waive the requirements of this rule, insofar as they apply to this 

proposal, has been filed with the Request. Because of the very narrow nature and 

insignificant effect of the changes being proposed, the Postal Service has not prepared 

a full analysis of their impact on the Postal Service's operating and depreciation costs in 

the present fiscal year or in a "rollforward analysis" for a future test year. 

,-. 
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RULE: 54(f)(3)(iii) (Cost Assignment and Distribution) 

INFORMATION REQUESTED: 

This rule requires that the cost presentations prepared in response to paragraphs (f)(l) 
and (f)(2) of Rule 54 must show the assignment and distribution of costs to each of the 
functions "comprising the mail process," including, 

-- an itemization of costs by the major accounts as reflected by the Service's 
books of account for all cost segments; 

an itemization of costs by functions such as collection, acceptance, general 
overheads, etc.; 

an assignment and distribution of the costs by account, together with related 
mail volumes, for each function; 

an assignment and distribution of the costs by account, together with related 
mail volumes, to "such subfunctions within each category for which information 
is available or can be developed"; 

an explanation of the method by which the costs by account are assigned and 
distributed to functions. 

-- 

-- 

-- 

P 

-- 

The testimony of witness Taufique (USPS-T-1) in this docket provides some 

information responsive to this subsection with respect to the proposed changes 

pertaining to Nonprofit and Classroom Periodicals. Other pertinent information is 

provided in the response to this rule in Docket No. R97-1 and in the Commission's 

Opinion and Recommended Decision in Docket No. R97-1, incorporated here by 

reference. With respect to the effects of changes on functional costs, however, a 

motion to waive the requirements of this rule, insofar as they apply to this proposal, has 

been filed with the Request. Because of the very narrow nature and insignificant effect 

of the changes being proposed, the Postal Service has not prepared a full analysis of 

,--. 
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their impact on the Postal Service's functional costs in the present fiscal year or in a 

"rollforward analysis" for a future test year. 
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RULE: 54(g) 

F-22 

INFORMATION REQUESTED: 

This rule requires that each request for changes in rates and fees provide, in a form 
consistent with the filing required by Rule 54(f), "the total actual accrued costs for each 
fiscal year since the last filing pursuant to this section." 

Actual accrued costs for FY 1997 are presented in the Cost and Revenue 

Analysis (CRA) Report on file with the Commission. The FY 1998 CRA will be filed with 

the Commission when it is available. 

I- 

,-. 
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RULE: ,54(h)(l) 

F-23 

INFORMATION REQUESTED: 

This rule requests the separation of actual and estimated total costs, for the fiscal years 
specified in Rule 54(f), as between postal services (including international mail) and 
nonpostal services. "The presentation shall show the methodology for separating 
postal costs as between postal services and nonpostal services, and shall be in 
sufficient detail to allow a determination that no nonpostal costs have been assigned or 
allocated to postal services." 

The testimony of witness Taufique (USPS-T-1 ) in this docket provides some 

information responsive to this subsection with respect to the proposed changes 

pertaining to Nonprofit and Classroom Periodicals. Other pertinent information is 

provided in the response to this rule in Docket No. R97-1 and in the Commission's 

Opinion and Recommended Decision in Docket No. R97-1, incorporated here by 

reference. With respect to the effects of changes on total costs, however, a motion to 

waive the requirements of this rule, insofar as they apply to this proposal, has been filed 

with the Request. Because of the very narrow nature and insignificant effect of the 

changes being proposed, the Postal Service has not prepared a full analysis of their 

impact on the Postal Service's total costs in the present fiscal year or in a "rollfonvard 

-F- 

analysis" for a future test year. 
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RULE: 54(h)(2) and (3) (Separation of costs) 

INFORMATION REQUESTED: 

F-24 

For the actual and estimated total costs presented for the years specified in rule 54(f), 
these rules request the costs to be separated as follows: 

-- those direct costs which can be attributed to each class of mail or type of mail 
service; 

those indirect costs which can be attributed to each class of mail or type of 
mail service; 

any other costs of the Service which can be reasonably assigned to each class 
of mail or type of mail service; 

any other costs of the Postal Service which cannot be attributed or reasonably 
assigned. 

-- 

-- 

-- 

The methodology used to derive these costs is requested to be set forth in detail. 

The testimony of witness Taufique (USPS-T-1) in this docket provides some 
r' 

information responsive to this subsection with respect to the proposed changes 

pertaining to Nonprofit and Classroom Periodicals. Other pertinent information is 

provided in the response to this rule in Docket No. R97-1 and in the Commission's 

Opinion and Recommended Decision in Docket No. R97-1, incorporated here by 

reference. With respect to the effects of changes on total costs, however, a motion to 

waive the requirements of this rule, insofar as they apply to this proposal, has been filed 

with the Request, Because of the very narrow nature and insignificant effect of the 

changes being proposed, the Postal Service has not prepared a full analysis of their 

impact on the Postal Service's total costs in the present fiscal year or in a "rollforward 

analysis" for a future test year. 

.n 
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RULE: 54(h)(4), (12) 

INFORMATION REQUESTED: 

This rule applies to the costs identified in rule 54(h)(2). It requests that these costs be 
separately attributed to mail classes, subclasses, and special services. It also requests 
identification of the methodology used in attribution and an analysis of the effect of 
costs on the following: 

-- volume; 

-- peaking patterns; 

-- priority of handling: 

-- mailer preparations; 

-- quality of service; 

-- the physical nature of the item mailed; 

,,.- -- expected gains in total productivity, indicating 
technological advances and innovations; 

any other factor affecting costs. -- 

ich factors a operational and 

The data relevant to the analyses of the effect on costs of these factors is also to be 
provided. 

The testimony of witness Taufique (USPS-T-1) in this docket provides some 

information responsive to this subsection with respect to the proposed changes 

pertaining to Nonprofit and Classroom Periodicals. Other pertinent information is 

provided in the response to this rule in Docket No. R97-1 and in the Commission's 

Opinion and Recommended Decision in Docket No. R97-1, incorporated here by 

reference. With respect to the effects of changes on total costs, however, a motion to 

waive the requirements of this rule, insofar as they apply to this proposal, has been filed 

with the Request, Because of the very narrow nature and insignificant effect of the ./-. 
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changes being proposed, the Postal Service has not prepared a full analysis of their 

impact on the Postal Service's total costs in the present fiscal year or in a "rollfoward 

analysis" for a future test year. 
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RULE: 54(h)(5) - (h)(10) ("Roll-Forward" model) 

INFORMATION REQUESTED: 

F-27 

These provisions generally specify particular items which are to be included in the 
presentation of the process by which base year costs are rolled-forward to test-year 
costs, such as listings of the forecasting factors, piggyback factors, interim period 
workpapers, and an overall summary cost table. Rules 54(h)(6) and (7) request an 
explanation of the attributable cost final adjustments and the "other services" 
adjustments. 

The testimony of witness Taufique (USPS-T-1) in this docket provides some 

information responsive to this subsection with respect to the proposed changes 

pertaining to Nonprofit and Classroom Periodicals. Other pertinent information is 

provided in the response to this rule in Docket No. R97-1 and in the Commission's 

Opinion and Recommended Decision in Docket No. R97-1, incorporated here by 

reference. With respect to the effects of changes on total costs, however, a motion to 

waive the requirements of this rule, insofar as they apply to this proposal, has been filed 

with the Request. Because of the very narrow nature and insignificant effect of the 

changes being proposed, the Postal Service has not prepared a full analysis of their 

impact on the Postal Service's total costs in the present fiscal year or in a "rollforward 

,,-. 

analysis" for a future test year 
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RULE: 54(h)(l l) (Nonattributed costs) 

INFORMATION REQUESTED: 

F-28 

This rule applies to costs that are identified as "nonattributed or unassigned" pursuant 
to Rule 54(h)(2). It requires an explanation as to why such costs cannot be attributed 
or assigned. It further requires the identification, to the extent possible, of all such costs 
which benefit more than one class of mail or type of service (but not all classes or 
types), together with the mail classes or types of services so benefitted. 

The testimony of witness Taufique (USPS-T-1) in this docket provides some 

information responsive to this subsection with respect to the proposed changes 

pertaining to Nonprofit and Classroom Periodicals. Other pertinent information is 

provided in the response to this rule in Docket No. R97-1 and in the Commission's 

Opinion and Recommended Decision in Docket No. R97-1, incorporated here by 

reference. With respect to the effects of changes on total revenues and total costs, 

however, a motion to waive the requirements of this rule, insofar as they apply to this 

proposal, has been filed with the Request. Because of the very narrow nature and 

insignificant effect of the changes being proposed, the Postal Service has not prepared 

a full analysis of their impact on the Postal Service's total costs in the present fiscal 

year or in a "rollforward analysis" for a future test year. 

.* 
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RULE: 54(i) 

F-29 

INFORMATION REQUESTED: 

This rule requires a statement of the criteria employed by the Postal Service in 
construction of the proposed rate schedule. The statement must include: 

-- the identification of the relationship between the revenues derived from the 
rates and fees for a particular class and subclass of mail or service and the 
costs attributed and assigned to that class or subclass of service; 

the identification of the procedures and methods used to apportion (to postal 
services) that part of the total revenue requirement, which is in excess of costs 
attributed: 

-- 

-- such other studies, information and data. relevant to the criteria established by 
section 3622 of title 39, U.S.C., with appropriate explanations as will assist the 
Commission in determining whether or not the proposed rates or fees are in 
accordance with such criteria. 

The testimony of witness Taufique (USPS-T-1) in this docket provides some ;+ 

information responsive to this subsection with respect to the proposed changes 

pertaining to Nonprofit and Classroom Periodicals. Other pertinent information is 

provided in the response to this rule in Docket No. R97-1 and in the Commission's 

Opinion and Recommended Decision in Docket No. R97-1, incorporated here by 

reference. With respect to the effects of changes on total revenues and total costs, 

however, a motion to waive the requirements of this rule, insofar as they apply to this 

proposal, has been filed with the Request. Because of the very narrow nature and 

insignificant effect of the changes being proposed, the Postal Service has not prepared 

a full analysis of their impact on the Postal Service's total costs in the present fiscal 

year or in a "rollforward analysis" for a future test year. 
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RULE: 54(j)(l), (2), (3), and (4) 

INFORMATION REQUESTED: 

These rules require specification of revenues for certain fiscal years, including the test 
year. Revenues must be submitted for 

-- 

-- 

-- 

FY 1997, assuming prefiling (existing) rates and fees; 

test year, assuming prefiling (existing) rates and fees; 

test year, assuming proposed rates and fees. 

The actual and estimated revenues for these years must be shown in total and 
separately for each class and subclass of mail and postal service and for all other 
sources from which the Postal Service collects revenues. 

Each revenue presentation must be supported by identification of the methods and 
procedures employed. 

A. 

The testimony of witness Taufique (USPS-T-1) in this docket provides some 

information responsive to this subsection with respect to the proposed changes 

pertaining to Nonprofit and Classroom Periodicals. Other pertinent information is 

provided in the response to this rule in Docket No. R97-1 and in the Commission's 

Opinion and Recommended Decision in Docket No. R97-1, incorporated here by 

reference. With respect to the effects of changes on total revenues, however, a motion 

to waive the requirements of this rule, insofar as they apply to this proposal, has been 

filed with the Request. Because of the very narrow nature and insignificant effect of the 

changes being proposed, the Postal Service has not prepared a full analysis of their 

impact on the Postal Service's total revenues in the present fiscal year or in a 

"rollforward analysis" for a future test year. 
P 
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RULE: 54(j)(5) (volume estimates) 

INFORMATION REQUESTED: 

F-3 1 

This rule requires that the Postal Service present for each class and subclass of mail 
and special service 

-- for each postal quarter beginning with the first quarter of the most recent 
complete fiscal year and ending one year beyond the last quarter of the test 
year, actual or estimated mail volumes at the prefiled (existing) rates and fees; 

for each postal quarter beginning with the quarter in which the rates are 
assumed to become effective and ending one year beyond the last quarter of 
the test year, the estimated volume of mail assuming the effectiveness of the 
proposed rates. 

-- 

The testimony of witness Taufique (USPS-T-1) in this docket provides some 

information responsive to this subsection with respect to the proposed changes 

pertaining to Nonprofit and Classroom Periodicals. Other pertinent information is 

provided in the response to this rule in Docket No. R97-1 and in the Commission's 

Opinion and Recommended Decision in Docket No. R97-1, incorporated here by 

reference. With respect to the effects of changes on total volumes, however, a motion 

to waive the requirements of this rule, insofar as they apply to this proposal, has been 

filed with the Request. Because of the very narrow nature and insignificant effect of the 

changes being proposed, the Postal Service has not prepared a full analysis of their 

impact on the Postal Service's total volumes in the present fiscal year or in a 

"rollfoward analysis" for a future test year. 

I-. 
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RULE: 54(j)(5), (6), (7) (Demand study -- methodology and documentation) 

INFORMATION REQUESTED: 

These rules require that the volume estimates provided pursuant to Rule 54(j)(5) must 
be derived from an econometric demand study relating postal volumes to their 
economic and noneconomic determinants, including postal rates, discounts and fees, 
personal income, business conditions, competitive and complementary postal services, 
competitive and complementary nonpostal activities, population, trend, seasonal 
patterns and other factors. The study must be furnished with the request, and any 
departure from the assumptions and specifications in the demand study made in 
estimating volumes of any class or subclass of mail must be explained. 

For volume and revenue estimates, and subject to Rule 54(a)(2), the Postal Service 
must provide: 

.-., 

-- a detailed explanation of the methodology employed to forecast volumes for 
each class and subclass of mail and postal service. Representative 
derivations of these forecasts from the econometric demand study must be 
presented in detail for two major mail classes, showing each intermediate' 
value or factor employed. For remaining classes and subclasses of mail, such 
derivations may be summarized, except where their derivations depart from 
the representative methods presented; 

a detailed explanation of the methodology employed to forecast changes in 
revenues for each class and subclass of mail and postal service resulting from 
changes in rates and fees; 

a computer implementation of the methodology employed to forecast volumes 
and revenues for each class and subclass of mail and postal service. The 
computer implementation must comply with Rule 31(k)(3), and must be able to 
compute forecasts of volumes and revenues compatible with those specified in 
Rules 54(j)(2), (3). and (5) for 

-- 

-- 

-- any set of rates and fees within a reasonable range of the prefiled 
(existing) and the proposed rates, 

-- any date of implementation within the range spanned by the assumed 
date of implementation and the start of the test year, 

-- alternative forecasts of the economic determinants of postal volumes, 
other than postal rates and fees, and 

-- alternative values of any parameters with assigned values that are 
based upon unverifiable judgments. 
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Subject to Rule 54(a)(2), the Postal Service must make available at the offices of the 
Commission, in a form that can be read directly by a standard digital computer, the 
following: 

-- all of the input files and programs needed to replicate the required econometric 
demand study; 

any input files and programs employed to derive a price index for any class or 
subclass of mail or postal service from postal rates, discounts, and fees; 

any input files and programs used to prepare data for use in the required 
econometric demand study. 

-- 

-- 

The testimony of witness Taufique (USPS-T-1) in this docket provides some 

information responsive to this subsection with respect to the proposed changes 

pertaining to Nonprofit and Classroom Periodicals. Other pertinent information is 

provided in the response to this rule in Docket No. R97-1 and in the Commission's 
-. 

Opinion and Recommended Decision in Docket No. R97-1, incorporated here by 

reference. With respect to a demand study, however, a motion to waive the 

requirements of this rule, insofar as they apply to this proposal, has been filed with the 

Request. Because of the very narrow nature and insignificant effect of the changes 

being proposed, the Postal Service has not prepared a full analysis of their impact on 

the Postal Service's total volumes in the present fiscal year or in a "rollforward analysis" 

for a future test year. 
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RULE: 54(k) 

INFORMATION REQUESTED: 

This rule requests that the Postal Service provide, for the two fiscal years immediately 
preceding the year in which the request is filed, the Balance Sheet, the Statement of 
Income and Expense, basic statistical information, and the Statement of Income and 
Expense by budget category. This includes data with respect to the following: 

(1) the Balance Sheet and a supporting schedule for each item that appears 
thereon; 

( 2 )  the Statement of Income and Expense and a supporting schedule for each 
item appearing thereon; 

(3) as appropriate, statistical data with respect to revenue, pieces (by physical 
attributes, showing separately amounts of mail identified as stamped, metered, 
and imprinted, or other), weight, distance, postal employees (number, total 
payroll, productivity, etc.). postal space, post offices (number, classes, etc.), 
and any other pertinent factors which have been utilized in the development of 
the suggested rate schedule; and 

(4) the Statement of Income and Expense by cost segment. 

.,-\ 

In addition, this rule requests that the Postal Service provide a reconciliation of the 
budgetary information with the actual accrued costs for the most recent fiscal year. If 
the fiscal information for the immediately preceding fiscal year is not fully available on 
the date of filing, the Postal Service is requested to make a preliminary or pro forma 
submittal, and file an updated report once the fiscal information is completed. 

Financial information for FY 1997 and FY 1998 is included in Attachment D to this 

request. 



RULE: 54(1) 

INFORMATION REQUESTED:: 
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This rule requests that the Postal Service provide: 

(1) a statement that shows for each class and subclass of mail and postal service 
the relevant billing determinants (the volume of mail related to each rate 
element in determining revenues) separately for the current and proposed 
rates. The proposed changes in rate design and the related adjustments of 
billing determinants should be explained in detail. 

(2) for third-class bulk mail, this rule requires that every formal request must set 
forth separately for regular and preferred, by presort level, the base year 
volume by ounce increment for each shape (letter-size, flat, irregular parcels, 
parcels). 

Pertinent information is provided in the response to this rule in Docket No. R97-1 

and in the Commission’s Opinion and Recommended Decision in Docket No. R97-1, 

incorporated here by reference, and in the billing determinants for FY 1997, the most 

recent available, which were filed with the Commission on July 9, 1998 

,-, 
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RULE: 54(m) 

INFORMATION REQUESTED: 

This rule requests a statement, which can be in workpaper form, presenting detailed 
calculations of continuing appropriations according to 39 U.S.C. § 2401 (c) and phasing 
appropriations under 39 U.S.C. 9 3626 and any proposed adjustment to such phased 
rates under 39 U.S.C. 5 3627 indicated by circumstances known at the time of the filing. 
Calculation of all the phased rates for the entire applicable phasing period should be 
explained in detail. 

Pertinent information is provided in the response to this rule in Docket No. R97-1 

and in the Commission's Opinion and Recommended Decision in Docket No. R97-1, 

incorporated here by reference. 
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RULE: .54(n) 
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INFORMATION REQUESTED: 

This rule requests identification of any performance goals which have been established 
for the classes and subclasses of mail. The Request must identify the achieved levels 
of service for those classes and subclasses of mail and mail services for which 
performance goals have been set. 

Pertinent information is provided in the response to this rule in Docket No. R97-1 

and in the Commission’s Opinion and Recommended Decision in Docket No. R97-1, 

incorporated here by reference. 

_-_ 
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RULE: 54(0) 

INFORMATION REQUESTED: 

F-38 

This rule requires seven sets of workpapers to be filed with the Request. 

Witness Taufique (USPS-T-1) does not have any workpapers; none are needed to 

support the Request. 

,-. 



P- 

RULE: 54(p) 

INFORMATION REQUESTED: 

F-39 

This rule requests one or more certificc..ms stating that the cost statements and 
supporting data submitted as part of the formal request, as well as the accompanying 
workpapers, which purport to reflect the books of the Postal Service, accurately set 
forth the results shown by such books. The requested certification is to be signed by 
one or more representatives of the Postal Service authorized to make such certification 

The requested certification is submitted as Attachment C to this Request 

./-., 
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RULE: 54(q) 

INFORMATION REQUESTED: 

F-40 

This rule requests an opinion from an independent public accountant to the extent and 
as required by 39 U.S.C. 5 2008(e). 

An opinion from the independent accounting firm of Ernst & Young covering Fiscal 

Years 1997 and 1998 is contained in Attachment D. 


